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EDITORIAL
In a recent bulletin of the American Insti
tute of Accountants the attention of
members was drawn to the fact that
several important organizations of busi
ness men have recently been giving
attention to the nature of appointment of receivers in bankruptcy.
It was stated that there seems to be a general feeling that in
many instances a lawyer is not the best qualified person for
appointment as receiver and that there is indication of a growing
feeling that the most suitable receiver is a person skilled in
general business and particularly in the accounting features of
business. This fact is well recognized in Great Britain, and it
is hoped that in this country those charged with the appointment
of receivers or trustees in bankruptcy will soon come to the
conclusion that in most cases accountants would be better able
to administer the affairs of bankrupts than would any other class
of men. As an illustration of the extent to which accountants
act in these capacities it may be recorded that in 1921, according
to the annual of the British board of trade, public accountants
were appointed in 852 bankruptcies and an “official receiver”
was appointed in 156 bankruptcies. The official receiver acts as
trustee and receiver unless the creditors vote for a public
accountant or other person not holding government office. Under
deeds of arrangement registered for compositions with creditors
accountants were appointed in 1,368 cases. In 1921 the percentage
of debtors’ valuations of assets realized by accountants acting
Accountants as
Receivers and
Trustees
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as trustees was 83.3 per cent. The costs of trusteeship were
19.51 per cent. of the gross amount realized.
Lawyers are not usually appointed in
Great Britain as trustees and receivers.
The creditors prefer that a public
accountant should act in this capacity and
a small committee of two or three creditors generally cooperates
with the accountant in the winding up of the business. The
creditors control the proceedings in about 85 per cent. of the cases.
In the other 15 per cent. the appointment of an official receiver (who
is an officer of the high court of justice) is usually to punish
the debtor. Such official receiver may ignore the wishes of the
creditors, who have no control over him, as he takes his orders
from the high court. As a matter of fact, that usually means
that he administers the affairs without interference of any kind.
The only way in which lawyers are employed in British bank
ruptcies is in the presentation of petitions in bankruptcy, drawing
deeds of arrangement with creditors and acting as legal counsellors
in a very restricted degree for the trustee. Special applications
to the court by official receivers or to the creditors by accountants
acting as trustees must be made before lawyers may be employed
by trustees in bankruptcy. The official reports of the inspector
general in bankruptcies show only two kinds of trustees, namely,
official receivers and non-official trustees. British creditors appear
to have a pronounced preference for accountants as trustees in
the belief that accountants will work in cooperation with the
creditors and thus bring about the best adjustment possible in
the circumstances. These facts should be impressed upon the
American business man and also upon courts. It is not certain
that trusteeships or receiverships are likely to prove the most
lucrative part of an accountant’s practice, but in the interest of
the public the man best fitted to administer affairs should be
appointed, and the old theory of appointing friends of the court
or political lame ducks which has sometimes prevailed should be
entirely abandoned. When all is said and done the purpose of
proceedings in bankruptcy and administration of bankrupt estates
should be the protection of the creditor rather than the personal
glory and emolument of the one appointed administrator.

Lawyers Not
Chosen
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When President Taft appointed his com
mission on economy and efficiency it was
generally hailed as a first step toward the
establishment of business principles in the
conduct of the nation’s greatest business—its government. From
the time of the fathers it had been customary to allow the business
of the United States to conduct itself, guided and misguided only
by the whims and ambitions of politicians, chiefly those on Capitol
hill. There was a general fear that the recommendations to be
made by the commission after its investigation would be
respectfully received, ostensibly considered and ultimately, pigeon
holed. Investigations extended over several years and the
recommendations made were murderous in their attack upon the
inefficiency of both plan and personnel of some government
departments. There was consternation in the heart of many a
grumbling civil servant and there was profound contempt for
theorists expressed by those who had been wont to visit the pork
barrel. The general fears for a time were justified. Recom
mendations made were placed carefully out of sight; and we went
on our accustomed way. The war, however, brought a revival
of interest in economy, and recommendations which had been
forgotten were dragged out into the light of day. They seemed
to offer a means of saving the financial situation and once again
they were given consideration. After the war, when we began to
count the cost, these recommendations and others were of
necessity considered for the third time, and at last budget legis
lation was passed to the dismay of a few but the rejoicing of
the many. It has always seemed absurd that the government of
what is fond of describing itself as one of the most progressive
business nations should be the only civilized government conducted
without a budget. We did not know how much loss was entailed
in the lack of a definite system. Even today we do not know
exactly what it has cost us to be unbusiness-like, and we probably
shall never know. For our peace of mind and for our respect
for our political ancestors it is as well that we should not.
The country has recently been much
impressed by the hopeful figures uttered
Effects Now
by the secretary of the treasury and by
Appear
every prospect of substantial reduction
of the national debt at a time far earlier than had been expected.
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The credit for this is largely due to the very able administration
of Secretary Mellon, but it would have been impossible without
the establishment of a budgetary system. In a recent statement
by the chairman of the appropriations committee of the house of
representatives it is said that government expenditures will shortly
be reduced to a normal basis. He believes that the government
will soon be conducted at a cost of $850,000,000 to $900,000,000
for all civil activities not including the army and navy and interest
on the public debt nor the fixed charges caused by the war. The
post-office department is excluded from the expenditures, since
that service is practically self-sustaining. The chairman of the
committee believes that within a year or two the total expendi
tures of all kinds will be brought down to $3,400,000,000, whereas
in recent years it has been commonly asserted that the government
would require at least $4,000,000,000 per annum. Reviewing
the effect of budget administration the chairman says: “No other
country in the world has accomplished what we have accomplished.
The cutting down of expenditures ought to be reflected very
soon in reduced taxes. Just what reductions in taxes should be
made is for congress to say. That is not a matter over which
the appropriations committee has control. The only way to keep
from excessive expenditures is to keep the treasury about evenly
balanced. In other words when there is a surplus taxes should
be reduced accordingly.” And, we may add, the only way to
keep the treasury about evenly balanced is to continue the appli
cation of a fair and sensible budget system. Comment upon the
great success of the budget system has been made by the president
of the United States, whose words express with peculiar force
the nation’s feeling of satisfaction. He said:
“Action by congress on the estimates for 1924 therefore amounted
to practical ratification of the budget and the supplemental estimates.
This, in itself, shows how carefully, how painstakingly were the
estimates prepared and is a source of much gratification to the chief
executive. It is the first time in many years that executive requests
for appropriations and legislative grant have been in practical accord.
“The coming fiscal year will afford us a real opportunity to demon
strate our ability to carry on the policy of economy in the conduct of
business and retrenchment in expenditures. Congress has granted for
that year funds approximately in the amounts requested by the chief
executive as being necessary to carry on the government’s business.
To accomplish what is necessary to be done with a limited amount
of funds, as will be the case this coming fiscal year, and at the same
time effect savings, I realize will call for further and greater demands
upon your ability, a closer scrutiny of your activities and the instal
lation generally of more efficient methods. Let us here resolve that
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we will establish in federal operation, not only for the coming, but for
succeeding years an earnest, friendly competition between the nation’s
multitudinous operating agencies—competition for the honor of
achieving the maximum result with the minimum of expenditure.”

Series of hearings have been held in
Washington before the interstate com
merce commission, at which the whole
subject of physical valuation of railroads
has been under discussion. This is a question in which account
ants are so intimately concerned that we presume every practitioner
has followed carefully the arguments for and against the
commission’s method of valuation. We do not pretend that the
commission’s plan is perfect and it is quite likely that some gross
injustices have been wrought by it and others will follow, but
when one turns to the arguments adduced by some opponents
appearing at the hearing the strength of the commission’s position
seems increased. For example, it was contended that the
commission was bound to ascertain and use, in placing a value on
railroads, estimates of the actual investment made in acquiring
and constructing transportation properties. It was urged that
where books were not available or were untrustworthy the
commission should assemble engineering experts to determine
actual costs. Further it was urged that such first costs should
not be allowed to include excess payments made to contractors
or others because of bad or dishonest management or for enhance
ment of profits. It is just a little distressing to learn that there
are those who would credit the railroads only with a valuation
based upon cost when the actual outlay involved in replacement
would far exceed such a figure. Our commonest topic of
conversation in street and office is the high cost of commodities.
The greater part of the railroads’ property was acquired prior
to 1917, and yet we are calmly told that the railroads must be
content with earnings based upon a valuation which everyone
knows is utterly untrue. The time when the railroads could
maintain a strangle-hold on the public throat is long past. The
cry for justice now should come not from the public but from
the transportation companies and we earnestly hope that efforts
to establish valuations on an utterly unfair basis will be futile.

Valuation of
Railroads
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Interest of accountants generally attaches
to the results of examinations of appli
cants for C. P. A. registration and to the
gradually increasing number of applicants.
As an illustration the results of the May examinations conducted
by the Institute may be cited. There are 33 states now holding
examinations under the plan of cooperation devised by the
American Institute of Accountants and, of these, 27 had candi
dates in May. Other than applicants for admission to the
Institute there were 607 applying for C. P. A. registration in
these 27 states, of whom 143 passed, 140 were conditioned in one
subject and 324 failed. In other words, rather less than half
who sat for the examinations achieved any success whatever. It
is generally admitted that the examinations prepared by the
Institute are fair tests of a man’s ability and that a qualified
accountant or one sufficiently trained in accounting to merit his
inclusion in the ranks of practitioners should be able to satisfy
the examiners’ requirements. Why then do 50 per cent. of the
applicants fail? It may be assumed that the ratings given to
applicants are quite fair; accordingly there must be 50 per cent.
of those applying who are insufficiently trained or have not the
natural aptitude for accounting which is necessary to success.
Members of some state boards have expressed the opinion that
large numbers of persons apply for registration in the hope of
obtaining useful experience by writing examinations in which
they do not expect to succeed at first. Inadequate courses in
accounting, some of them supported by flamboyant advertising,
are also responsible for a considerable number of failures.
Men and women who have no real reason to believe themselves
qualified are misled by the specious promises made in behalf of
some accounting courses. In addition there is the desire on the
part of many to obtain entrance into a profession which seems
to offer a rate of compensation higher than others. These three
are the principal causes for the failure of more than half the
applicants. In all probability there will never be a time when
a much greater percentage of success will be achieved. It has
been said that an examination held throughout the country leading
to success or part success of 40 per cent. of the candidates may be
regarded as satisfactory. It is noteworthy that in most of the
Institute examinations the percentage hovers around the 40 mark.

Examination
Results
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Applicants for admission to the Institute attain a much greater
percentage of success, but this is due to the fact that the Institute
for admission to its examinations demands experience greater
than is required by most state boards.
The committee on professional ethics of
the American Institute of Accountants
receives frequently requests for expres
sions of opinion as to what is the proper
course to be pursued by accountants in certain given circumstances.
A difficulty that is quite a common occurrence was expressed
recently as follows:
A Point of
Ethics

“Would the submission of uncertified or unsigned statements
containing material misrepresentation of fact be likely to mislead
persons who knew that those statements were prepared by one upon
whose integrity and ability they depend? Would these persons be
justified in assuming that the absence of any qualification or explana
tion indicates that erroneous practices formerly complained of by the
person making the statements had been corrected?”

The reply to this inquiry by the chairman of the committee
is presented for the consideration of our readers:
“It is my personal view that both wisdom and moral duty require
something more than failure to certify and that repeated and contin
uous attention should be called to the items in respect of which there
is material uncertainty or known inaccuracy. This viewpoint is
dictated by the thought that the accountant is charged with the duty,
not only of telling the truth, but of telling the whole truth in such
manner as to leave no reasonable doubt that his report reveals all of
the essential facts. I cannot assume to speak for the Institute, but
my own professional conscience would require me to earmark and
call attention to all items in statements which are at variance with the
facts, so long as my connection with the enterprise impressed me with
responsibility for the preparation of its reports.”

Elsewhere in this issue of The Journal
of Accountancy we are glad to be able
to publish a paper written by Herbert F.
French of Boston dealing with the general subject of ethics in
the accounting profession. The paper was read at a regional
meeting of the New England section of the American Institute
of Accountants and was received with a cordiality which its
merits amply justified. There has been so much said and written
on the subject of ethics that at first glance it would appear diffi
cult to say anything new, but we suggest that all readers of this
magazine give careful consideration to the views expressed by
Mr. French. The whole paper is conceived in a spirit of thought
Professional Ethics
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for the other fellow which is the ultimate essence of all codes
of ethics. Mr. French takes as his text the golden rule and
expounds most effectively its application, not only in the instances
commonly known, but in other ways not directly covered by any
fixed rule of conduct so far promulgated. There may be one or
two points upon which there will be a difference of opinion as
to the exact application of ethical principles, but there can be no
division on the fundamental questions enunciated.
And, by the way, speaking of Poland
Springs and its regional meeting raises a
question which will be of interest to all
members of the. Institute and to those many other persons con
cerned in accounting who are in the habit or should be in the
habit of attending regional meetings. There has always been
difficulty in determining how great a part of a meeting should
be devoted to professional matters and how great a part to
recreation. In a place so delightful as Poland Springs and having
a golf course of unusual attraction the difficulty is more pronounced
than ever. At the meeting in June most of the time was set
aside for golf and kindred things and there were some benighted
souls who felt that a moment snatched from golf for professional
matters was a moment distorted from its proper purpose. Others
no doubt would have spent the full two days in profound delib
eration on the many points which arise in the practice of the
profession. Meetings held in the winter and during times of
unfavorable weather do not present half of the problem which
is encountered in the summer. The same trouble in apportion
ment of time to professional and recreational events arises at the
annual meetings of the Institute which under the constitution
must be held in September. It is a matter to which many members
of the Institute have given thought. Perhaps the majority will
agree that the first purpose of a meeting is professional discussion.
This is particularly true in the case of men who come long
distances to attend meetings. As a solution, at least in part, it
might be desirable to devote all the mornings and evenings to
strictly professional affairs leaving the afternoons free for those
to whom the call of the golf course is irresistible. We make this
suggestion in the hope that readers of The Journal of
At Poland Springs
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Accountancy will express their views for the aid and guidance
of committees having arrangements in hand.
One of the greatest difficulties which con
fronts every professional man who wishes
to keep abreast of the times is the tracing
of literature dealing with any particular professional matter upon
which he may be asked to express an opinion. In the case of
lawyers this difficulty is overcome by the excellent indexes which
have been published and are currently published. The engin
eering profession is also assisted by similar publications; but the
accountant until recently has been compelled to rely upon his own
memory or his own private filing system. Within the last twenty
years there has appeared a mass of accounting literature both in
America and Great Britain with all of which the accountant must
be more or less in touch. Much of the writing on accounting
subjects has been unimportant, but it is almost inconceivable that
any book or magazine article dealing with a technical subject
would be entirely devoid of fact or comment which might be
of interest. It is not possible for the accountant to acquire every
bit of literature dealing with his profession and its technique.
Only in rare cases can an accounting firm afford the time and
space which a complete library would demand. It was with this
thought in mind that the endowment fund of the American Insti
tute of Accountants was partly invested in the Accountants' Index
published about two years ago. Many of our readers are familiar
with this monumental work, but recently questions have been
asked which lead to the belief that the value and usefulness of
the Index are not fully understood. For this reason we draw
attention to the Index in the hope that those who have not availed
themselves of its advantages will do so. The book was published
at great cost after compilation by the librarian of the Institute.
and a supplement bringing the matter up to June 30, 1923, is now
in course of preparation and will be issued early in the fall under
authority of the council of the Institute.
Finding the Source

Some confusion seems to have arisen in
What the Index Is
the minds of accountants and others as to
the exact nature of the Index. It is not
and does not profess to be an encyclopaedia, although on such
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subjects as depreciation, depletion, etc., it is encyclopaedic in
character. The purpose of the book is to provide a key to what
has been written. As an example, if an accountant is called upon
to investigate the affairs of a company engaged, let us say, in the
manufacture of wood-working machinery, it is necessary that he
should be acquainted with what has been said on the subject by
others who are more familiar than he with the detail of the
industry. Such a man may turn to his Accountants’ Index and
find in it a reference to and brief description of all that has
been written in the English language up to January 1, 1921. With
the supplement which is to be issued he will be able to find all
references up to June 30, 1923, and as time goes on subsequent
supplements will enable him to keep up with the procession.
Many of the leading accountants of the country have expressed
the opinion that the Index is the most valuable contribution to
accounting literature of recent years, and it is quite certain that
there is no book more constantly in use in many offices. The
advertising pages of The Journal of Accountancy contain
details in regard to the purchase price of the book, but this note
is written in the hope that attention may be intelligently directed
to the exact nature of the book and the method of its use.

We have been requested to draw attention
to the fact that by a resolution of the
council of the Institute the bulletins pub
lished by the library of the Institute are
now available for persons other than members. These bulletins
deal with a wide variety of accounting subjects. They contain
chiefly answers to questions asked by members and answered by
other members on points not covered by any previously existing
writing. As a rule the bulletins appear every second month and
consist of from eight to twenty-four pages of text. Their circu
lation has been restricted heretofore to the membership of the
Institute and to a few university schools which have made special
request for permission to place the matter in their libraries, The
bulletins are not to be regarded as official expressions of opinion
by the Institute. They merely reflect the views of two or three
accountants whose experience has been such as to enable them to
answer the questions asked on certain specific subjects. The
Institute therefore does not necessarily endorse the views

Library Bulletins
of the Institute
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expressed, but it is believed that in the great majority of cases
the advice given to inquirers is well worthy of consideration.
The price of the bulletins to persons outside the membership of
the Institute is 10 cents a copy. Requests for copies should be
addressed to the librarian of the American Institute of Accountants.
The annual meeting of the American
Institute of Accountants is to be held at
the New Washington Hotel, Washington,
'D. C., on Tuesday and Wednesday,
September 18th and 19th. The usual council meetings on the
Monday preceding and the Thursday following these dates will
be held at the same place. On the Monday there will be the
customary meeting of the members of the Institute’s board of
examiners and members of state boards of accountancy, at which
subjects dealing not only with the plan of cooperation between the
Institute and state boards but also with general questions of
examination and procedure will be under discussion. Everyone
who has an interest in the progress of professional accountancy
is welcome to attend the open sessions and it is hoped that there
will be an attendance even larger than usual. Papers which will
be read are now in course of preparation and the committee on
meetings promises several nationally prominent speakers at the
banquet and possibly at the business sessions. Full information
in regard to the meeting may be obtained from the offices of the
Institute or from the chairman of the committee on meetings,
Frank Lowson, 1319 F. Street, N. W., Washington, D. C.
Annual Meeting
of the Institute

Hornblowers
Wanted

The Kansas City Star recently published
the following advertisement:
WANTED: Accountant and bookkeeper;
one who can play clarinet or cornet.

Possibly this is one of the results of the new rule against adver
tising by written word. What is wanted now is someone who
can blow his own horn and also perform for the benefit of the firm.
It is reminiscent of a stage direction in Hamlet, “Hautboys play.
The dumb show enters.”
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